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To my family










INTRODUCTION



WHO OWNS IRELAND?


Land and property ownership have had a deep impact on Irish history and, arguably, its psyche. This was emphasised by the schooling many of us experienced growing up, with its focus on how British rule led to a denial of many rights to the Irish, particularly those of the Catholic faith, and especially to own our land. The landlord–tenant relationship was central to what we learnt about the Great Famine of the mid-nineteenth century, the belief that essentially foreign landlords – even if born on this island because they professed to British nationality – had kept or sold the food that the general population needed. They were able to do so because they had confiscated the land and allowed only minimal holdings to the native population, for which they charged excessive rent. We had become tenants in our own land.


The late nineteenth-century rise in nationalism – and the early twentieth-century revolution that led to our independence from British rule – can be traced in large part to the formation of the Irish National Land League, Conradh na Talún, and what became known as the Land War, with the Catholic Church to the forefront of organising a political movement. The term ‘rack-rent’ became synonymous with excessive charges to tenants and evictions of those unable to pay; it became a hated feature of what was seen as British-enforced law on behalf of landlords. Land League co-founder Michael Davitt’s slogan of ‘The land of Ireland for the people of Ireland’ went into folklore. Resistance to evictions was organised, leading sometimes to violence. The twenty-first-century distaste in Ireland for evictions has its roots here.


The aspirations of the 1916 rebellion, as set out in the Proclamation of Independence, declare ‘the right of the people of Ireland to the ownership of Ireland’ and add in the same sentence ‘to the unfettered control of Irish destinies, to be sovereign and indefeasible. The long usurpation of that right by a foreign people and government has not extinguished the right …’ The Proclamation continues to assert the right to control but nowhere does it adequately offer a definition as to how the ownership of Ireland’s land should be shared by the citizens of this newly declared state. The Proclamation went on to guarantee ‘religious and civil liberty, equal rights and equal opportunities to all its citizens, and declares its resolve to pursue the happiness and prosperity of the whole nation and of all its parts’.


Greatly influenced by deference to the Catholic Church, our political leaders did not embrace the Marxist or communist beliefs of shared ownership of land and the means of production and the sharing of the proceeds more equitably, which were taking hold in other parts of the world. The Catholic Church was opposed to godless communism – and any assault on private property rights – and that was effectively that as far as Ireland was concerned. As our new political classes emerged, the commitment to private property became entrenched. The 1937 Constitution of Ireland confirmed this, declaring that the State would vindicate the property rights of every citizen. This means that any individual or corporate entity has a right to own, transfer and inherit property and bequeath it upon death. The State has guaranteed to pass no law to abolish these rights. However, there is one caveat: Article 43 acknowledges that these rights ought to be regulated by the principles of social justice. This means that the State may pass laws limiting the right to private property in the interests of the common good.


This is all part of being a republic, a form of government in which a state is ruled by elected representatives of the citizen body. The government sets laws and rules, subject to change. It doesn’t mean that the people own everything in common or on a shared basis. We don’t live in some kind of socialist state. Ireland belongs to all of us as citizens, but some own the land and the property that sits on it, and others don’t, and wealth flows accordingly.


The State does control certain lands on our behalf. It owns and maintains commonly used pieces of land, such as the streets and roads and our public parks, and its commercial state bodies also acquire chunks to allow them to fulfil their mandates. However, the remainder of the country is owned by individuals, families, trusts, partnerships, companies, farmers, financial institutions, religious entities, sporting organisations, charities, co-ops, community groups, and others. Land (and the properties on it) is bought and sold, for profit or loss, or it is kept for generations. It is mortgaged or debt-free, bringing the banks and others who hold liens over property as security for loans into the equation and giving them power over borrowers. It produces income, or it does not. It is kept in good nick, or it is left derelict. It is owned by natives and foreigners. Increasingly, again, by foreigners, although that is very much part of an international trend.


Who owns the land and the properties that stand on it controls, in effect, much of our country. That impacts how everyone lives. The owners, subject to certain State-enforced restrictions, decide what gets put on the land and who gets to use it, if we can buy it from them or merely rent it, or even use it at all. The rights conferred upon private property mean that much of the space of the country is not available for access to us without the permission of the owners.


Land and property owners control the number of houses and apartments that the rest of us compete to buy or rent, the office spaces and factories where we go to work, the shops where we purchase our essential items and material luxuries, the restaurants and pubs where we eat, drink and meet, the green spaces and indoor arenas on which we play or watch others compete for our enjoyment, the venues where we enjoy cultural events, the farms on which our food is grown and livestock reared for slaughter or export, or where our power is generated.


Outside of the small patches of land that some of us own – usually nothing more than our homes on which many of us still owe mortgages – we are tenants on the rest of the island, paying the bills for the use of other people’s space. This matters because it excludes many – and provides great benefit to those who have been able to gain that control.


In Ireland, property is arguably the most valuable or important of what are called the asset classes. By mid-2022 the Central Bank of Ireland reported that the net wealth of Irish households had exceeded €1 trillion, with property ownership accounting for €649 billion of that. Property is the chief dividing line between rich and poor in this State. That gap is widening.


There has been an extraordinary transfer of ownership of land and property in Ireland since what has become known as The Great Recession which resulted from the global banking crisis of 2008 and lasted, roughly, to the end of 2012. One of the conditions of the humiliating rescue of the national finances by the Troika – the European Commission, European Central Bank and International Monetary Fund – in late 2010 was the enforced sale of many State-controlled assets. This included, by virtue of the State taking responsibility for the liabilities of most of the banks, land and property. It contributed to the rescue of the State’s finances but created a whole new set of difficult dynamics that are not always fully understood.


As 2023 progressed, the issues around not having enough affordable housing for our rising population became the dominant political theme. Many of the complaints seemed contradictory. Rents for many were too high relative to income, despite laws to restrict rental increases in designated areas, yet simultaneously some landlords complained that they couldn’t get a sufficient return from their investments and sought to sell. A temporary ban on evictions ended in March 2023 amid considerable rancour; some tenants given notice by their landlords found there was nowhere for them to go, yet the government insisted that this would be better for the system in the medium to long term. Home builders said they couldn’t get planning permission to build on land they owned, yet tens of thousands of granted permissions had not been acted upon. Those who complained about there not being enough new housing were often at the forefront of objections that either delayed or denied construction. The system upon which everyone depended was mired in controversy because of internal shortcomings and possible illegality.


Those who wanted to buy from the limited stock often failed to get large enough mortgages. Many of those who had mortgages struggled as interest rates went up. Generational divides intensified. Meanwhile, environmental concerns about where people should live – the old rural/urban divide – returned, as did debate about the type and suitability of our housing stock.


The Russian invasion of Ukraine provided a shock to an international economic system still recovering from the unprecedented Covid shutdown; as 2023 progressed, it was clear that further change in the valuations and holding of land and property was upon us. Consumer price inflation – which is different from asset price inflation – had taken hold and even if the increase in prices had moderated somewhat, they were still rising. Central banks were making borrowing money more expensive by increasing interest rates, so investors returned to ‘safer’ assets, such as government bonds, believing that the risk involved in purchasing property was not worth it. This applied to both commercial and residential property, despite the demand remaining for the latter while falling for the former. Indeed, any transactions taking place for properties other than for use as homes seemed to be at lower prices.


If the foreign private capital upon which we had become so reliant was going to be harder to source, would Irish capital, either public or private, step in? It seemed not, so this increased the pressure on the government to use its now regular and growing annual budget surpluses on more housing; it seemed reluctant because of the fear that the booming corporation taxes could not be maintained. But could it persuade those who held so much money in Irish savings to invest instead, or would they too eschew the risk?


So many questions and so much debate as to what might constitute the correct answers. In attempting to find those answers, what we uncover is a deep and far-reaching story with wide ramifications.


This is the story about where we live, all of us, the common ground we share, the collective. But it is not straightforward. It is the story of how public and private interests intersect and sometimes collide. It is where national and international capital competes and seeks profit but sometimes suffers financial loss. It is about how power and money influence and control the present and the future of Ireland … sometimes for good and sometimes for bad.


It is about our society, our politics, our economy, our environment. It is about those who have and those who don’t. It is about tangible and intangible gains and losses. It is about what we see every day … and what goes on in those parts of the country we don’t see unless it is put in front of our eyes. It is both urban and rural, it is about preservation, regeneration and creation. It is about dereliction and shiny new trophy buildings.


It is about idealism and pragmatism. It is about compromise. It is about a changing Ireland and how that is happening at a pace we can scarcely control.


It is about housing, both rented and owned, workplaces, shopping centres, pubs and restaurants, hotels, churches, theatres, student accommodation, sports facilities, windfarms and forests: all the things that we may take for granted but that we need to be provided and managed for us.


It is a story that affects every single one of us living on this island, which is why it is an important story to tell.










PART 1



OWNING THE PAST


To go forward, we must first go back. While Ireland in 2023 is in overall financial good health – for the most part, because nothing is ever perfect – that was far from the case a decade and a half ago and for a number of years afterwards. It was the response to that economic crisis that has left us where we are today. That is where the roots of the present-day situation lie.










ONE



THE MICROCOSM: O’CONNELL STREET, DUBLIN CITY


Easter Sunday, 27 March 2016 was a landmark date for this nation. A solemn commemoration took place on O’Connell Street, in front of a grandstand facing the General Post Office. President Michael D. Higgins oversaw proceedings, alongside his two living predecessors Mary McAleese and Mary Robinson, Taoiseach Enda Kenny and a host of political leaders past and present as well as various dignitaries and guests. The main street of our capital city was packed to capacity to watch nearly 3,000 members of the defence forces and emergency services parade to pay a centenary tribute to the rebels of the Easter Rising of 1916 whose actions set in train the creation of this 26-county State.


To many, the GPO is Ireland’s most iconic building, providing the backdrop to many of our most important national celebrations, including the annual St Patrick’s Day parade. It is certainly one of the most visually imposing and impressive of our buildings, one for the ages. More than two centuries old, the neo-Classical building was seized by the self-proclaimed provisional government of the new republic as part of the Rising, partly for tactical but also for symbolic reasons. Its interior was destroyed by fire during the siege by British soldiers but the shell remained standing, as did its centrepiece, the boldly projecting portico of six fluted Ionic columns supporting an entablature and cornice. Thankfully, the new State decided in 1924 to rebuild rather than level the site and start anew. Inside the GPO, customers can enjoy the Art Deco beauty of the reconstructed main hall. They can also enter the specially created visitor centre – opened in 2016 – which gives locals and tourists the opportunity to understand the history of the Easter Rising. However, the offices behind, which have housed the staff of An Post for decades, are no longer fit for purpose and the company has moved to the tallest new office building in the country, the Exo in the north docklands, leaving the future of the building uncertain.


Parts of O’Connell Street, one of Europe’s widest streets, have been put to good use in the twenty-first century. It is no longer a street dominated by cars as access is now restricted to public transport and emergency services. The footpaths have been doubled in width to 11 metres and a granite-paved, tree-lined central median installed in an excellent example of the good common use of public space. The Spire has extended towards the sky since the turn of the millennium, a monument that essentially stands for nothing and therefore offends few, other than those who don’t like its aesthetic. Since 2017 tram lines allow the Luas to run one-way up towards the north side of the city, with the return journey on the parallel Marlborough Street.


In the 1950s, the street was truly Dublin’s main central boulevard, its cinemas hosting major premieres with visiting stars, the Gresham Hotel being the premier five-star destination of choice for movie-stars and millionaires visiting Ireland. Over the decades, however, the grandeur faded and the condition of O’Connell Street has long been a national talking point and, to some, an embarrassment. All along the street there is vacancy and dereliction, and some of the shops that remain open are cheap and tatty. It has gained a reputation, more than partly deserved, as dangerous; drug-dealing takes place openly and assaults are unfortunately too common, even during daylight hours. Many Irish people avoid it entirely unless passing through it to get to Croke Park for Gaelic games or concerts. Tourist numbers suggest a 5:1 ratio in favour of visiting the south side of the River Liffey in preference to the north side. If they are not warned off and visit, they often high-tail it back to the other side of the city quickly, although Temple Bar also has more than its share of increased social misbehaviour. O’Connell Street is not a place where people live either: the potential for apartment living above the shops, of creating a vibrant living environment in the darker hours of evening time, has been largely ignored.


The heart of Dublin city needs investment to restore it to its former glory, to restore the prestige of the days when this was known as Sackville Street, and to make us all proud of it as the central area of the capital city of our nation. That requires money, imagination and ambition but, despite dereliction, change is too often opposed and nothing happens.


At the northern end of O’Connell Street, there’s a major site, behind hoardings, that has been derelict since 1979, redevelopment having been stalled both by economic circumstances and objections. The glaring void is 5.5 acres, largely vacant since the Carlton Cinema closed in October 1994. The beautiful Art Deco façade of that building remains but all behind it has been demolished. Two businessmen, Richard Quirke (a former Garda who owns a slot machines ‘emporium’ on the street) and Paul Clinton (an architect who is now a successful publican) formed the Carlton Group in the 1990s, unsuccessfully proposing a national conference centre financed by an up-market casino. The next idea of a ‘Millennium Mall’ was delayed by legal rows with Treasury Holdings, a company controlled by Johnny Ronan and Richard Barrett, which also wanted the licence for a conference centre on the site. Dublin City Council (DCC) successfully issued a compulsory purchase order (CPO) on the site in 2001, the city manager justifying this on the basis of it being ‘the most important site in the entire city’.


There was a suggestion that the Abbey Theatre be relocated there. This was dismissed by the government on the now almost hilarious grounds that legal disputes about the ownership of the site would delay any construction for too long. Later, the Green Party’s Eamon Ryan suggested that RTÉ should sell its Donnybrook campus – for use as housing – and build a new broadcasting complex on O’Connell Street, for television, radio and concert performances, as a cultural anchor for the city centre. Instead, the council sold the site to developer Joe O’Reilly and his company Chartered Land.


Chartered was best known as the builder of the Dundrum Town Centre in south Dublin – which was marketed for a time as Europe’s biggest such venue – and part-owner of the Ilac shopping centre on Henry Street (off O’Connell Street) in the city and the Pavilions shopping centre in Swords to the north of Dublin. It seemed a good choice given O’Reilly’s track record in developing centres to which large numbers of shoppers went, at least if that was what was deemed best for the area that shopping was to take precedence over cultural use. In 2010 Chartered was granted planning permission for a €900 million redevelopment, to include shops, restaurants and a car park, 800,000 square feet in size. British department store John Lewis was lined up as the anchor tenant. The permission from An Bord Pleanála (ABP), which gave Chartered seven years to complete the development instead of the usual five, came too late to be acted upon: in expanding its empire Chartered had racked up enormous debts – running into billions of euro – and was not in a position to finance the development. And with the country in an economic downturn, few saw the potential for a new shopping centre.


A new entity called the National Asset Management Agency (NAMA) took control of Chartered’s loans on behalf of the State, but after a few years of partnership, during which no further progress was made with developing the site, NAMA sold the site. Hammerson, a British retail property developer, acquired it as part of a bigger purchase of Chartered’s debts, gaining control of all of its shopping centres at what seemed a knock-down price.1


This purchase created political sensitivities for some, not least because of the British identity of the new owners. Part of the site includes Moore Lane and, more importantly, Moore Street, the location to which the 1916 rebels fled and were captured after the GPO went on fire. Chartered’s original plans included the demolition of some buildings. Republican activists and historians had engaged in an earlier campaign to save as much of Moore Street as possible from redevelopment. Numbers 14–17 were declared a national monument in 2007, but campaigners wanted more buildings on the street – which has shops and street stalls but is badly run down – included for protection. They headed for the courts and in 2016 High Court judge Max Barrett declared nearly all of the buildings on the east side of Moore Street, as well as the laneways leading to it, to be part of the 1916 Rising battlefield and therefore protected as part of the official register. The State appealed his decision and it was overturned by the Court of Appeal in 2018. However, a compromise was offered. The State took ownership and possession of numbers 14–17 and proposed their redevelopment as a Rising Commemorative Centre, at an estimated cost of at least €16.25 million. In early 2023, the work had not yet started.


Hammerson decided on new plans, including the demolition of some buildings and other structures on Moore Street and Moore Lane. However, it promised to preserve the ‘scars of the 1916 battlefield’ by highlighting in chalk the bullet-holes in the walls at Nos 10–11 and 12–13 and protecting them behind glass viewing screens. This wasn’t good enough for the likes of Gerry Adams, the former leader of Sinn Féin who denies a personal past IRA involvement. ‘Moore Street holds a special place in the history of Ireland,’ Adams wrote in one submission to the planning authorities. ‘No 16 Moore Street was where five of the seven signatories of the proclamation held their last meeting before the surrender,’ he said, claiming the plans were in breach of the Venice Charter and other international guidance on the conservation and restoration of historic buildings. But there was no threat to number 16; it was other buildings further up the street that had been nominated for demolition.


An air of dereliction was palpable as I walked Moore Street on a sunny Saturday afternoon in September 2022. There was nothing to suggest to any visitor the history of the street, other than a small plaque high on the wall of one of the shuttered houses. Behind the buildings on Moore Street were surface car parks or empty spaces and an underground car park on Moore Lane. Anything, surely, would be better than this ugly, wasteful mess.


Hammerson had downscaled its plans for the site. Its first suggestion was for an enclosed shopping complex running west from O’Connell Street to Moore Street, and north of Henry Street to Parnell Street. Prompted by Covid – and by the acceleration in the trend in retail towards online ordering – it changed that in mid-2021, cutting the proposed size of the now €500 million scheme by 15 per cent and the number of shops dramatically, increasing office space and suggesting two hotels with 210 rooms in total, the restoration of the now derelict Conway’s pub, and 94 apartments that would be available for rent rather than being sold. At its tallest, the scheme would be seven storeys over the ground. The plans also included a new east–west pedestrian street between O’Connell Street and Moore Street, the restoration of the cinema façade, two new civic squares and an underground station for the State’s latest proposal of a new Metrolink rail line. Three protected structures, 42 O’Connell Street – the last remaining, and vacant, Georgian house on the street – O’Connell Hall at the back of No 42 and Conway’s pub, would also be restored.


Mary Lou McDonald, now Sinn Féin party leader and local constituency TD, lodged a formal appeal against the public plaza. She claimed, ‘Moore Street, famed for its street market traditions and 1916 Rising connections, is Dublin’s historic core and as such provides the city’s uniqueness in terms of a tourist offering and a sustainable, socially just and economically vibrant regeneration opportunity for the north inner city.’ She insisted that the planning application failed ‘to protect and preserve this area of unique historical, architectural, social, cultural and economic importance’. DCC planning officers disagreed, however, seeing the opportunity for the regeneration of a clearly neglected site. It said that the proposed developments ‘will complement the development of the adjacent National Monument as a commemorative centre for the 1916 Rising’.


Hammerson had its own financial issues by this stage, leading to speculation that it would not be able to proceed with the redevelopment, even with all the necessary permissions in place. It was trying to fill retail space at the Ilac centre and noted the difficulties other landlords were having in keeping retail tenants in place on Henry Street, traditionally Ireland’s busiest shopping street. It also noted the change of use being implemented at Clery’s department store.


If the O’Connell Street area is to be revitalised, then the revamp at Clery’s, due to reopen in late 2023, might kick-start things. Nearer the southern end of O’Connell Street, and on its eastern side, the landmark shopping store closed permanently after a highly controversial and opportunistic property transaction in 2015. Clery’s had first opened in 1853, and became one of Europe’s oldest purpose-built department stores. It was totally destroyed at the time of the Easter Rising but was rebuilt beautifully, with a colonnaded façade, wide marble internal staircase and many columns, tearooms and the famous Clery’s clock under which many Dubliners arranged to meet in the days before mobile phones.


But as a department store, it had struggled for years in a changing retail environment, partly because it was regarded as old-fashioned and dated, but also because of a move by consumers to newer shops and centres on Henry Street or across the river. Its woes were exacerbated by the economic crash of 2008. Watching the twentieth-century ambitions of Arnott’s new owners on nearby Henry Street for a major redevelopment of the shopping complex (which ultimately never happened), Clery’s management had embarked on its own ill-fated property buying frenzy in the O’Connell Street area, again using borrowed money. When it all went wrong, Bank of Ireland seized the property by putting receivers in charge, ending the 70-year ownership by the Guiney family, originally from Kerry.


In September 2012 Gordon Brothers, a more than century-old Boston-based investment group, bought the business from receivers for just €12 million. It borrowed €10 million from Bank of Ireland which, in turn, is believed to have written off another €10 million of the money it was owed by the previous owners. Gordon provided the usual PR rhetoric: it was ‘committed’ to ‘revitalising’ Clery’s fortunes, to facilitating a ‘fresh start’ and was ‘acutely conscious of and respectful towards [Clery’s] heritage and tradition’.


In what would prove subsequently to be a highly significant move, it split the business into two parts: a property company that owned the building and remaining land; and an operating entity for the ongoing retail business. Then it sold both businesses in 2015 for €29 million, repaying Bank of Ireland the borrowed money but receiving a massive return on what was essentially an investment of just €2 million in equity, all for less than three years of involvement.


The bigger story was in the behaviour of the buyer, which was the Natrium consortium led by Irishwoman Deirdre Foley of D2 Private (who got her money from Quadrant Real Estate, a US company backed by Australian pension fund money) in partnership with a London company called Cheyne Capital Management. Immediately, Natrium sold Clery’s operating business to specialist insolvency practitioners in the UK for just €1 and they, in turn, applied to the High Court, with no warning to staff, to have Irish liquidators appointed. Trading ceased immediately. The operating business had lost €2 million in the 12 months to February 2014, and Natrium didn’t want to either manage the business or shoulder further losses. However, the property business, which leased the Clery’s store to the operations company, had turned a profit of nearly €5 million for the same period, which showed that, combined, the business was profitable. But it wasn’t profitable enough for Natrium; what was of real interest to it was the potential of revamping the store for different use.


The workers were disposed of with haste and for as little money as possible. The 130 employees of the store – and about 330 people working for concession-holders – lost their jobs with no notice and little compensation, nothing other than statutory redundancy, the minimum required by the State and, in this case, €2.5 million in total. Gordon Brothers wrote to Natrium on completion of the deal, expressing ‘serious concerns’ about what had happened, as the seller had apparently thought it had sold the business as a going concern. It subsequently agreed to pay €785,000 to partially reimburse concessionaires who had been turfed out unceremoniously.


Natrium unveiled a plan for a redevelopment that would create a ‘minimum’ of 1,700 jobs and turn Clery’s into a ‘major new mixed-used destination’. It got planning permission from DCC within 18 months. But the workers, via trade union SIPTU, appealed to ABP. In March 2017 SIPTU withdrew the appeal after it received compensation, believed to be about €1 million, to distribute to the workers.


In 2018, Natrium sold everything for €63 million, an extraordinary twist from which it is believed D2 Private took €8 million, with Cheyne doing even better. In an incredibly self-serving exit statement, Foley said that the purchaser’s ‘aspirations for this site vindicate our vision when we bought in 2015. We helped lay the groundwork for the redevelopment. Natrium saw the potential for this wonderful property on an iconic street which had been neglected for 40 years.’


The buyers were a consortium led by Press Up Group, a company that had aggressively grown in the hospitality business since the crash and which also dabbled in property development. It was run by Matt Ryan and, more pertinently perhaps, by Paddy McKillen junior, the son of property investor Paddy senior who had managed to navigate the Celtic Tiger crash with his wealth intact. They bought the business with Europa Capital, a division of New York-based real estate firm Rockefeller Group, and Core Capital, described as ‘a family office for private investors’. The latter had been established in 2007 by Derek McGrath and offered what it called ‘a cradle to grave investment function, from site acquisition to investment sale’.


The new development changed the nature of Clery’s. The basement, ground and first floors are to be used now for retail and Clery’s Quarter, as it is now known, has two major international retail chains arriving as anchor tenants. Premium fashion group Flannels, part of Mike Ashley’s Fraser Group, signed a deal to occupy half of its retail space and Swedish fashion chain H&M is taking the remaining 2,787 square metres for its largest Dublin city centre store. Talk of an Apple store proved to be unfounded. There are also restaurants and bars but overhead there are three floors of offices, over 90,000 square feet, a panoramic rooftop restaurant and a 176-bedroom four-star hotel.


Every distance in Ireland is measured from the GPO on O’Connell Street. It is the designated base-point. How we measure our use of our land, our ambition for it and our pride in it can be compared to our partial approach to making O’Connell Street a stand-out location, a worthy landmark for both citizens and visitors alike, something that gives us more pride. It may be overly ambitious to say that it could be an Irish version of the Champs-Élysées in Paris, but it could at least be better if an effort was made and decisions taken to act were actually implemented, which is something that can be said about the way we do a lot of things in Ireland.


1 Chartered prospered again from 2015 onwards, using money from the Abu Dhabi investment fund to build the most expensive apartment block in the country on the site of the old Berkeley Court hotel on Lansdowne Road, taking back control of Killeen Castle in county Meath and investing in a number of other developments.










TWO



HOW WE LANDED HERE


Everything that affects the ownership of land and property in Ireland in the 2020s goes back to the early twenty-first-century government under Fianna Fáil’s leadership and to the subsequent actions taken by the Fine Gael–Labour coalition to try and recover control of our own destiny.


Early twenty-first-century Ireland saw property ownership as the passport to personal and national wealth. It was our equivalent of an American-style late nineteenth-century gold rush. Money was available cheaply from the banks as we enjoyed the dubious benefits of our membership of the new single currency, the euro, leading people to borrow to buy property either to live in or to rent to someone else. Eager developers sought to be the suppliers. Rising property prices gave those who had bought early a false impression of their true standing, as the assumed worth of their properties was in many cases far larger than their debts. The so-called wealth effect came into play as many borrowed money for consumption or other investment (often in holiday homes or rental properties) on the basis of the assumed, but temporary, values of their homes. Older people were encouraged to ‘release equity’ by borrowing again on the value of homes where their mortgages had been paid down or off. Pension plans were based on property investments: people were advised to buy a house or apartment, cover the costs of a mortgage with rental income and then sell it later at a higher price to fund their retirement years.


By 2006 the widespread assumption remained that property prices would only go up, giving rise to a state of collective economic euphoria. Those who cautioned that this could not continue indefinitely were accused of being begrudgers, pessimists and, worse, traitors. Some experts promised a wondrous thing called a ‘soft landing’: if, for some reason, house prices stopped rising, they would not fall downwards, or if they did, it would only be by a fraction of the previous rise. What was called the Celtic Tiger era – so dubbed because the Irish economy was roaring ahead aggressively – was in reality a Celtic bubble. And it burst.


There were many reasons but, firstly, the banks ran out of the money needed to fuel the machine. Then, more pertinently, as the values of assets backing their loans fell from excessive levels, the banks became insolvent. These financial institutions – both Irish and international operating in Ireland – had lent recklessly to the developers and builders who were building houses and apartments everywhere. To make sure that the builders sold the homes to cover the repayments to the banks, the banks had provided individuals, couples and families with the loans to buy those properties, spectacularly misjudging their future repayment capacity. They advanced 100 per cent loans so that people didn’t need savings to put in equity, as had been the traditional way of securing a mortgage. They offered up to 40 years to repay the loans to those who were on low incomes: sometimes people were allowed to borrow a sum as much as six, eight or even ten times their annual income. It was a carousel, but a dangerous one; the speed kept picking up until it suddenly stalled and threw off many.


Property values had to readjust to reflect the reality of economic capacity rather than wishful thinking. This was an international problem, but it impacted Ireland disproportionately. Our property spurt in the first part of the century had been faster than almost anyone else’s and we had further to fall. Within four years the value of houses and commercial property in Ireland would drop by 60 per cent.


What made things worse for Ireland was the introduction, with the support of Fine Gael and Sinn Féin from the opposition benches, of the infamous bank guarantee of September 2008, whereby the State promised to make good on the bank debts without realising their extent and the State’s inability to cover them. The Irish-owned banks had to be rescued with a €64 billion State investment that could scarcely be afforded. The National Asset Management Agency (NAMA) was set up to take control of many of the loans that developers and investors couldn’t repay. The idea was that by getting their ‘bad’ loans off their books, they could return to going about their normal business. NAMA bought the largest loans from five banks and building societies – AIB, Bank of Ireland, EBS, Permanent TSB and Irish Nationwide – for €30.5 billion, on loans that amounted to €72.3 billion. The amounts involved were deemed to be the up-to-date market value of the loans, based on the assumed value of the underlying assets at the time of transfer. The valuation was a tacit acknowledgement that the chances of recouping the remaining money – over €40 billion – were slim to non-existent. There was a stated determination to get borrowers to repay every cent they owed the banks, but the reality was that it wasn’t possible. The best that could be done was to ensure they repaid the amount that equalled what NAMA had paid the banks for the loans, especially as the State had borrowed that money to create NAMA.


We learnt a lot about the true financial state of those who had been living it up as Ireland’s wealthiest. Three developers had debts of more than €2 billion each and 12 others had more than €1 billion each with the Irish banks. Of the total amount transferred to NAMA, over €61 billion was with just 190 borrowers. Many of the companies were owned by individuals and their families. Some had given personal guarantees, making them liable to personal bankruptcy. The reality was that bankruptcy would not bring about the recovery of the money. That didn’t stop NAMA from insisting on the receivership or liquidation of some of the biggest developers in the country, so-called no-hopers, who were subjected to ‘enforcement action’. As companies floundered, some of the most prominent developers from the boom (most of whom featured in my 2009 book Who Really Runs Ireland?) headed for personal bankruptcy: Bernard McNamara, Liam Carroll, Paddy Kelly, John Fleming, Derek Quinlan, Seán Dunne, Jim Mansfield and Ray Grehan among them.


NAMA had ended up with a motley collection of unfinished housing estates and commercial office blocks in Ireland and abroad. All sorts of unexpected issues arose. For example, NAMA became Ireland’s biggest golf course operator, with more than 30 premium courses under its control. It became the biggest hotel operator, with loans for 83 Irish hotels, eight of which were five-star properties and 33 four-star at a time when potential customers were curtailing their holidaying and spending.


NAMA had turned out to be only a very partial solution to our crisis. Even after the big transfers, the banks were still laden with loans on which customers could not make repayments. Many of these were commercial loans under €20 million in size, which was the NAMA threshold for transfer. Home loans were as significant for some lenders. Banks like Permanent TSB, for example, had not lent to developers but to home-owners on very generous terms and now faced extinction as borrowers were unable to make repayments.


Meanwhile, Anglo Irish Bank, an Irish stock market-quoted bank that under the stewardship of the now reviled Seán Fitzpatrick had been the bubble’s totem, was discovered to have bad loans of €22.5 billion. It was taken into State ownership and subsequently renamed the Irish Banking Resolution Corporation as if that would make us forget it. The plan was to work out that mess separately to NAMA.


It turned out that the Irish banks had not been the sole offenders when it came to reckless lending. Foreign-owned banks Ulster Bank, ACC (Rabobank), Bank of Scotland (Ireland) and National Irish Bank were just as bad, if not worse. Overall, their bad loans altogether were another NAMA in scale, and these banks sought to sell the underlying properties into a moribund market. The government was unable to control their decisions and actions.


The government had enough of its own problems. Tax revenues evaporated and it was unable to find anyone ‘in the markets’ to lend to it to cover day-to-day bills such as pensions, unemployment benefits and State employee pay. In late 2010 it all came to a head, in humiliating fashion. The International Monetary Fund teamed up with the European Central Bank and European Commission – the three institutions becoming known to us as the Troika – to provide emergency rescue funds on terms that demanded swingeing cuts in public spending and tax increases on the incomes of those who had kept their jobs. Construction activity almost entirely stopped, adding to unemployment and reducing tax revenues further. The country went into a form of collective grieving, experiencing the five stages of grief: denial, anger, bargaining, depression and acceptance.


THE OUTSIDER VIEW


In March 2011 the overriding emotion was anger and an angry public swept Fianna Fáil (and the Greens) from power in a general election. This brought the Fine Gael and Labour parties into a coalition government, one of the most important in the history of the State. It also meant that outsiders were brought in to offer advice.


John Moran was one such: he had never served in the public sector but was invited in to bring fresh thinking to officialdom. Moran was a qualified lawyer who had started his career with the Shannon-based aircraft leasing giant GPA before moving to New York from McCann Fitzgerald, an Irish firm of solicitors, to a career merging law with investment banking. He had become a senior figure at Zurich Bank at a young age before taking time out to live in France and own and manage juice bars. Moran had joined the Central Bank of Ireland initially as head of wholesale banking supervision in 2010, the year before Michael Noonan took office as Minister for Finance, and only then moved to the Department of Finance, where he served as secretary general between 2012 and 2014. Noonan’s wife had been one of his schoolteachers.


More than a decade on from then, Moran is clear on what had to be done: ‘We had to put a floor under the asset prices or they would’ve continued in free fall.’ Hardly any commercial property traded in Ireland in 2011, the exception being the €100 million purchase by Google of a major office development called Montevetro, located a stone’s throw from NAMA’s offices in the National Treasury Management Agency (NTMA) on North Wall Quay. If nothing was trading it implied that nothing had value (even if that clearly wasn’t true), theoretically wiping out all the money the State had put into NAMA. ‘Mechanisms were put in place to try and encourage foreign capital into Ireland because we had none in this country and that seems to have been forgotten,’ said Moran. ‘We could not get Irish institutions to invest money in Ireland, could not convince Irish pension funds to buy Irish government bonds. It was hard to persuade people that the Irish State would not default, that the euro wasn’t going to break up and we’d have to return to the punt.’


Subsequently, the government and its advisors were accused of selling too quickly, and of allowing the transfer of great swathes of Irish assets to foreign opportunists. Moran believes little criticism was voiced at the time, and that hindsight is easy to offer. ‘Imagine if I had walked into the Minister’s office in 2012 with this great new plan that we’d worked up in the Department of Finance to sit out the property recession because we thought our properties were undervalued. Remember we had just gotten into this crisis because of property speculation and developers, and we can’t borrow money on the public markets, but we’re going to become property speculators because I think that property prices will go up in the future and therefore we’ll recoup a lot more money [than by selling now]? The concept that we would bet the country again, a second time, on real estate values simply doesn’t make sense.’


The government did not have the luxury of being able to wait for property values to recover. The purchase and sale of all kinds of property came to a near halt, making NAMA’s job of recovering its investment and the chances of the banks sorting out the remainder of their loans much more difficult to achieve. If the banks were reluctant to provide loans, then somebody else was going to have to provide money to grease the machine of property transactions. Even the wealthy Irish who had retained their wealth were fearful of risking any of it in Irish investments. However, as Moran went on tour around the USA and Europe, he began to pick up positive signals: ‘There was more confidence in Ireland’s future from people outside Ireland, whether it was buying Bank of Ireland, Irish Life (the insurance company) or government bonds.’ Noonan introduced a raft of what subsequently became highly controversial tax measures specifically designed to attract international investment to Ireland.


The cavalry was about to arrive.










PART 2



OWNING THE LAND


Over the last decade, Ireland has had the most extraordinary transfer of ownership of assets. Sales at prices lower than what the assets had been bought for meant the crystallisation of losses for previous owners and, by extension, the State picking up much of the tab on our behalf. A subsequent surge in values made some assets even more expensive than they ever were in the days of the Celtic Tiger madness and provided their new owners with enormous profits.










THREE



THE AMERICANS RIDE IN


Former US President Bill Clinton was the star salesman at the ‘Invest in Ireland’ conference that took place in New York in February 2012. He told the investors present, who he described as having ‘money in the banks’, that there was somewhere to spend all of that cash. ‘Now is the time to invest in Ireland, where property is a steal and you’ve got the best-educated workforce and everybody is all dressed up with no place to go,’ the former US President declared, with the full support of the Irish government.


At an Ireland Funds event in Florida the following month, Hilary Weston, an Irishwoman whose family owned the Brown Thomas department store in Dublin, introduced Wilbur Ross as ‘a white knight, riding to Ireland’s rescue’. He was usually called other things: ‘Mr Distress’, ‘the king of bankruptcy’, ‘the king of the turnaround’ and ‘a vulture’. His reputation had been made by taking control of failed companies in the steel, coal, textiles and car parts industries and restoring them to financial viability, taking big profits from doing so before turning his attention to Ireland. Ross told his largely wealthy audience: ‘We’re not used to being rock stars. We’re not U2.’


Ross was celebrated as a key figure in a group that took control of Bank of Ireland in 2011. The government had provided €4.5 billion in rescue capital for the bank but did not want to spend more by taking it into State ownership, as it had done with all the other Irish banks. Ross’s associates included the Canadian insurer Fairfax Financial Holdings, the Boston-based Fidelity Investments and two Californian investment firms, Capital Group and Kennedy Wilson. These came together to buy 34.9 per cent of Bank of Ireland’s shares. Ross took 9 per cent of the overall total and said publicly that he expected to triple his money within three years, having secured the shares at a 40 per cent discount to their apparent ‘book value’. And he made his money as he had hoped.


‘There was plenty of blame to go around for all sorts of things that were done wrong, but right now should be a period of healing, a period of rehabilitation, a period of getting on with it,’ Ross said in one interview. In another, a year later, he added: ‘Ireland is a high-tech economy, with non-cyclical exports, good infrastructure, a young workforce and Irish people understand they have to get through this tough period. I have great confidence it will be the first of the peripheral economies to recover.’


He was conscious of not being seen as a vulture, given that vultures ‘eat dead flesh off a carcass’. He defended his profit-making motive – ‘you can make good gains and yet do good’ – and held himself out as some kind of altruist: ‘We’re helping a whole country of very deserving people to do better, like in the cowboy movies – the troopers are coming.’


Ross’s arrival – and that of the other new Bank of Ireland shareholders – was partly facilitated by the work of two Irishmen, Nick Corcoran and Nigel McDermott of Cardinal Capital. It also had contact with Bill McMorrow, the controlling 22 per cent shareholder in the investment firm Kennedy Wilson. McMorrow arrived in Dublin in late November 2010 with a reputation for investing which others feared, particularly in Japan in 1994 when that country was still undergoing the after-effects of a property crash a few years earlier. McMorrow has distant Irish roots – from Manorhamilton in County Leitrim – but he enlisted Bobby Shriver, nephew of US president John F. Kennedy (and partner, with U2 lead singer Bono, in the (Product)Red brand to promote Third World businesses) to make introductions in Ireland. He had dozens of meetings where he heard little other than negativity, but McMorrow is one of those investors who deliberately goes against conventional wisdom, and believes in buying when everyone else is selling.


Kennedy Wilson first bought Bank of Ireland Real Estate Investment Management, a subsidiary of the main bank, which managed about €1.6 billion of commercial property, mainly in Europe. This provided an introduction to Bank of Ireland boss Richie Boucher, who was trying to raise equity capital from private sector sources to avoid nationalisation. McMorrow liked his story, particularly that the bank would be the only non-State-controlled one in the country if it got fresh investment – and that it would have far less competition to contend with than in the previous decade as foreign banks exited the market. McMorrow contacted Prem Watsa, the Indian-born, Toronto-based billionaire who controlled Fairfax. When they met, McMorrow discovered that Watsa had been talking to Ross already about the Irish bank. They formed an investment group with Cardinal Capital.


It was only the start of an Irish spending spree by McMorrow that initially reached €600 million. Kennedy Wilson teamed up with Deutsche Bank to buy about 150 loans from the Irish operations of the UK Lloyds Bank, taking in about 100 properties from 25 borrowers, mainly offices and shops. These loans had an original value of €360 million but were purchased for just €61 million. Kennedy Wilson bought the debt to the Shelbourne Hotel on St Stephen’s Green for an estimated €110 million (after the previous owners, led by Bernard McNamara and Jerry O’Reilly, spent €265 million on it) and took control of the hotel operations.2 It paid €30 million for the 138-bedroom, four-star Portmarnock hotel and golf resort on 178 acres. The previous owners, Capel Developments, had paid €70 million for it in 2005.3 It bought the major apartment development at the Irish Army’s former Clancy Barracks at Islandbridge on the River Liffey near Heuston Station and, in time, added hundreds more apartments there.


Over the next decade, it would spend, sometimes in partnership with others, an estimated €1.8 billion buying Irish properties and €1.5 billion developing them; it recouped over €770 million through the sale of a small number of assets acquired. It bought over 1,800 apartments in Ireland, built as many and sold 136, leaving it with 3,520 homes in Dublin and Cork, the second largest landlord in Ireland. It purchased 1.8 million square feet of office or retail space, built one million more, and sold 800,000 square feet. Ireland would become its second-largest market by revenue after the US and account for about 15 per cent of the group’s global total. It took joint control, with Axa, of Vantage, a 442-apartment complex in Leopardstown. It would become the most visible developer of new apartments along the Stillorgan dual-carriageway into Dublin. It bought the 265-apartment Grange complex and adjacent land from NAMA for €153 million and then extended the complex to 663 homes. It bought the Leisureplex site after buying the Stillorgan shopping centre across the road and obtained permission for 232 apartments in five blocks of four to eight storeys.


Blackstone also arrived early. Founded in 1985 by a group of top US investment bankers led by Stephen Schwarzman, Blackstone was one of the world’s largest private equity investment firms, with more than $80 billion of assets under management. In 2010, Schwarzman said he would ‘wait until there’s really blood in the streets’ before investing in Europe. ‘As we look at the current situation in Europe, we’re basically waiting to see how beaten-up people’s psyches get, and where they’re willing to sell assets,’ he said.


By 2012 Blackstone was in Ireland, buying a quarter of the key telecoms infrastructure company Eircom, bidding unsuccessfully for ownership of Bord Gáis and buying a batch of office buildings from NAMA. It got the Burlington Hotel in Dublin 4, the second largest in the country with 501 bedrooms and extensive conference and banqueting facilities on a 3.8-acre site, for just €67 million. Only five years earlier Bernard McNamara had paid €288 million for it, with plans to demolish it and the adjacent Irish headquarters of Axa Insurance and to construct an office and retail complex – with some expensive luxury apartments too – which he reckoned could be worth over €1 billion. He never got the chance, going bankrupt with debts of over €1.5 billion. Blackstone put about another €20 million into an overdue refurbishment. Less than four years later it sold the hotel for €180 million to German investor Deka Immobilien. It also made tens of millions of euro in profits on various properties purchased from NAMA and sold again in the same time frame. It did make charitable donations – useful, but small compared to the size of the profits made – to Irish universities, however, and plaques thanking Blackstone can be seen at UCC – where one of its Irish directors, Gerry Murphy, had taken his degree – and at Trinity College Dublin.


Between 2012 and 2015 American money poured into Ireland in a bewildering array of deals, far too many to mention here. Property investors could see technology and financial services companies expanding but lacking the additional modern office space they needed. With demand exceeding supply, rents went up. Hotels could be bought for a fraction of their construction cost. The rate of return implied on many investment properties in Ireland was a multiple of that on offer in countries such as Luxembourg or Germany. The foreigners had the field largely to themselves as the downturn had wiped out a large amount of Irish wealth and very few Irish investors were capable of assembling the money to buy, plus the Irish banks didn’t have the capacity to offer loans, even with interest rates very low.


The Americans mostly didn’t buy individual assets, other than large, obvious, stand-out ones, because that would have taken too much time. They preferred instead to acquire entire loan books from the departing foreign banks, taking their chances on what they would find within the portfolios – having done as much investigation as was practicable beforehand – and then selling or keeping whatever took their fancy. They controlled the debt secured against large amounts of commercial and residential property, personal loans, mortgages and businesses. This gave them economic control of the assets, rather than physical possession, and immense power, with the ability to seize the assets if the loan was not repaid or restructured on their terms.


NAMA initially sold its loans slowly, but the foreign-owned banks rushed to sell. The list of private equity, hedge funds and investment banks buying grew quickly. Goldman Sachs (the Wall Street investment bank known as the Vampire Squid for its ability to suck money out of deals) ended up as one of Ireland’s largest hotel operators and owners, its portfolio expanding to include the Crowne Plaza hotels in Dublin and Dundalk, plus a number of Holiday Inns. It took control of shopping centres, such as the Laurence Shopping Centre in Drogheda from local builder Gerry Maguire, and medical facilities, such as the Whitfield Clinic in Waterford. It purchased 3,500 home mortgages from US multinational General Electric (GE).


Pimco, founded by legendary investment figure and avid stamp-collector Bill Gross and with an estimated $2 trillion in assets under its control, took control of many of the loans connected to Liam Carroll, a former billionaire builder who went bankrupt. It collected over €5 million a year in rent from offices it let to three government departments, Justice, Agriculture and Social Protection, to the HSE and even to An Garda Síochána.


About 1,000 professionals found themselves owing money to CarVal, a part of Cargill, the largest privately held company in the US. Anglo-Irish Bank’s private client division had been the go-to bank for wealthy and aspirant individuals who wanted to speculate on property during the boom. It extended about €600 million to the professional classes, who not only bought investment properties but sometimes formed amateur property syndicates to go into development themselves – to sneers from those who did this full-time. Doctors, dentists, accountants, sports stars, lawyers and television personalities were among those now in hock to Anglo and, by extension, to the State. Their ownership of some of Ireland had been brief. CarVal bought these loans for just 30 per cent of their original value and hired Australian firm Pepper Asset Servicing to manage what became known as the ‘dentists and doctors book’. Pepper itself bought €600 million worth of loans from Danske Bank that covered loans on some 270 properties in receivership. It spent about €250 million in buying another €600 million in residential home loans from GE Capital Woodchester Home Loans.


Apollo was founded in 1990 by Leon Black, a former Drexel Burnham Lambert banker who assembled a notably expensive art collection and who by 2022 was embroiled in personal scandal – linked to his friendship with the late Jeffrey Epstein – that brought him out of the business pages and onto the news pages. The private equity group had a total of $105 billion in assets under management at the end of June 2012 when it came to Ireland. That year it paid stg£149 million to buy a portfolio of distressed commercial property loans in Ireland from Lloyds Banking Group for just one-tenth of their original value. Apollo hired local advisors, such as Brian Goggin, the former chief executive of Bank of Ireland, to work for it. Lloyds, which had purchased Halifax Bank of Scotland in 2009 and got Bank of Scotland (Ireland) as part of the deal, was one of the foreign banks with the biggest losses to face in Ireland. It had stg£16.1 billion worth of loans in Ireland, but 85.5 per cent of those loans were regarded as impaired (not making full payments) or unlikely to be repaid in full. Lloyds also sold a stg£1.6 billion portfolio of mortgages to Goldman Sachs and CarVal.


Cerberus, a New York distressed debt and asset specialist with $25 billion under management and chaired by former US vice-presidential candidate Dan Quayle, was another eager buyer. As was Oaktree, a global asset management firm with $77.1 billion under management, primarily on behalf of pension funds, foundations, endowments and sovereign wealth funds, and often worked through its affiliate, Mars Capital. There was Davidson Kempner, Canyon Capital and Ellis Short, Sunderland football club’s American owner at the time, who brought in Kildare Partners to Ireland. KKR & Co. Inc., one of the world’s most talked about private equity groups, hired former AIB chief executive Michael Buckley as an advisor and took luxury offices on St Stephen’s Green.


Starwood Capital, based in Connecticut and headed by Barry Sternlicht, already had $22 billion of assets under management, including the Louvre Hotel Group, the Etoile in Paris and Baccarat Hotel, before it arrived in Ireland. When Starwood bought NAMA’s €810 million Project Aspen portfolio of debts owed by developers David Courtney and Jerry O’Reilly it got around 30 office and retail properties, including the Garda station on Harcourt Terrace in Dublin (vacant until 2023 and then demolished), several Superquinn supermarkets and the Merrion Gates development in Sandymount. It paid just €200 million but NAMA remained as a minority partner in the deal to take some share in any upside on disposals.


Some foreign banks began to re-engage with the Irish market, or at least those who had not been burnt during the collapse; while all of the buying funds had their own money, they topped it up with debt and found that Bank of America, Nomura (Japan), Deutsche Bank (Germany) and Royal Bank of Canada were among those willing to support their purchases.


All of these transactions were manna to the professional classes in Ireland, with enormous fees being paid to solicitors, accountants and tax consultants, and even estate agents. Some firms set up dedicated units simply to service US funds. Their local knowledge came in handy as they exploited tax laws set up two decades previously to make Ireland an attractive location for international debt securitisation, to bolster investments in the IFSC. However, these companies – known as Section 110 companies – could also hold a wide range of financial assets, commodities, plants and machinery and offset the loans used for purchase against tax. Now these companies were used to hold loans bought from NAMA, IBRC (Irish Bank Resolution Corporation) and foreign banks and to minimise the tax on annual income or eventual profits paid to the State. It was tax avoidance – which is legal – but it was against the spirit of the original intention of the legislation. ‘While they may be in a position to make a handsome profit, the strategies they employ may not be consistent with the long-term economic and social interests of the state,’ then opposition TD Michael McGrath, who became Minister for Public Expenditure in June 2020 and then Minister for Finance in December 2022, told the Dáil in 2015.


McGrath’s complaints arose from the consequences of the government ordering the liquidation of IBRC in February 2013, a measure it was thought would speed up the sale of loans, although there was no great expectation for the accelerated pace of what would actually happen. This surprising and controversial decision, the legislation for which was rushed through the Dáil in hours despite objections from the board of IBRC, resulted in the appointment of KPMG – through its partners Kieran Wallace and Eamonn Richardson – to oversee the work of selling about €18 billion in remaining loans.


Borrowers from the bank were given the opportunity to buy their loans as part of the process, at a discount, if they could find some other bank or partner to provide the funds. This write-down was effectively a subsidy, but the argument was that it was warranted if it saved jobs. However, this contrasted with the rules NAMA applied to borrowers, as set by legislation: it was not allowed to sell loans back to indebted developers at a discount. It also contrasted with the position being applied to home mortgage-owners: there were no debt relief or write-downs there, maybe only a restructuring of the terms upon which the full mortgage would be repaid if the new purchasers of the debt offered such deals. While some IBRC borrowers were able to cut deals with the liquidators to avoid their debts being sold onwards, the biggest deals were with American buyers.


Lone Star was far and away the biggest buyer of IBRC loans, added to other deals it was doing with banks. By early 2014 it was reckoned to have spent about €5 billion in Ireland, buying loans that at one stage had a face value of €13 billion. It acquired Irish loan portfolios with mortgages secured against as many as 15,350 residential properties, including buy-to-lets and personal dwellings. It purchased Start Mortgages, a sub-prime mortgage business, from Investec bank. It had around 70 loans secured by underlying collateral of more than 400 properties, including hotels, nightclubs, shopping centres and offices, mainly in Dublin and, to a lesser extent, in the regions. It had bought over 600 acres of Dublin development land with the potential for up to 7,000 homes.


This gave Lone Star’s creator, John Grayken, an idea.


Grayken may well be Ireland’s wealthiest citizen. Born an American, this Texan gave up his citizenship and became Irish in 1999, just four years after he established Lone Star in Dallas. He bought Japanese golf courses, bad corporate loans in Germany, distressed debt in Canada, and even a Korean bank. England appears to be the home of this American-born Irishman; he lives in a Surrey mansion previously occupied by Prince Andrew’s ex-wife Sarah Ferguson. He has raised $45 billion from banks and investors through 12 funds, all of which specialise in the purchase of so-called distressed assets.


In January 2014 Grayken went to Davos, to the World Economic Forum, where he met Michael Noonan, then the Irish Minister for Finance. Grayken pitched his idea of buying the remainder of NAMA in its entirety. Noonan thought about it, not for too long, and declined. Politically it would have been a hard sell, to allow one buyer to have the lot, no matter what price it was prepared to pay. A buyer would look to make whatever profit it could and that would be eagerly tracked and reported by the media and especially by opposition politicians. But Noonan was aware that Blackstone had a similar interest in NAMA. It made him think that there must be more value in the agency’s assets than he and his officials had thought and that this was the time to sell as much as possible. Noonan was conscious that international investors might move on to the next distressed market in Europe before too long.


In July 2014 a public announcement was made: NAMA would sell almost €10 billion in loans and assets over the next two-and-a-half years, a figure just shy of the €15 billion it had sold since its creation five years earlier. NAMA needed to match demand from investors to the supply of loans without driving prices down. It would find, to its delight, that the investors would keep buying and that even more Americans, and Europeans too, would join the posse. Prices would keep going up which, when they rose higher than anyone could have expected, would lead to its own unexpected consequences.


2 In 2022 it revalued the hotel at €234 million.


3 In 2019 Kennedy Wilson sold it to Canadian hoteliers Northland Properties for over €50 million.










FOUR



TROPHY ASSETS


It wasn’t just big commercial assets in urban locations – with the potential for income and capital gain if bought cheaply – that attracted foreign investment. Some wealthy investors liked the look of rural Ireland, particularly old country mansions and estates that could be kept for personal enjoyment and hobby pursuits, or that could be redeveloped to offer leisure and recreational facilities to the monied classes. They may not have been titled, but they were the new lords of the manors and while they may not have been cheap, they liked to take the opportunity to buy cheaply before sometimes spending indulgently.


HOG’S HEAD


Waterville in South Kerry was once known as the small town that played host many summers to the famous Hollywood movie star Charlie Chaplin who took holidays at the Butler’s Arms Hotel, as did Walt Disney in 1946. In October 2018 the newly opened Lodge at Hog's Head Golf Club had a rare day when it welcomed locals and others who came from elsewhere in Ireland. The course hosted a special golf day for former Kerry GAA players and others to honour the 80th birthday of its most famous local, Mick O’Dwyer, manager of eight All-Ireland winning sides. It was a rare occasion for it to be thrown open to locals and visitors from around Ireland (myself included, as host of a fundraiser for the local GAA club it was sponsoring), albeit by invitation only.


The entrance to the new hotel is not easily found, its name displayed on a low wall that’s easily missed. This establishment – with just 48 bedrooms – is not looking for walk-in business. Once residents and members gain admittance, they enter a world of luxury. This may be the finest of the many five-star hotels in Kerry. If ever the cliché ‘no expense was spared’ is true, then this is it, and this is something built in the years after the excesses of the Celtic Tiger era. The hotel, full of timber beams imported from the US and local stone, is entirely modern in its interior, as are the various individual four-bedroom lodges – fully served by the hotel – that share the space overlooking Lough Currane. This is the site of an old Great Southern Hotel that was demolished to make way for the modern new structure, with a spa, sauna, jacuzzi and swimming pool, as well as the lodges.


Similarly, there are no signs to advertise the golf club although it is clearly visible from the main road. The avenue to the brand-new luxurious clubhouse is secured by an electric gate. Those wanting to gain admission are admitted only after identifying themselves at a speakerphone. The clubhouse facilities are of a standard that might be expected in a five-star hotel. It is estimated by locals that up to €80 million was spent on the whole project. But it is open for only seven months in the year, closing at the end of October and reopening the following April.


The town already has an impressive golf course of considerable renown, funded by American money. Waterville GC was constructed in the 1960s by a Kerry-born, American-based millionaire called John A. Mulcahy, who wanted to build an Irish equivalent of the famous US Winged Foot club and clubhouse in Mamaroneck, New York State. His friends Claude Harmon (father of the famous commentator Butch, who also coached Tiger Woods for a decade) and Judge Joseph F. Gagliardi helped an Irish golf course architect, Eddie Hackett, shape a links that came to be ranked among the world’s very best. When John A. Mulcahy died, his ashes were buried on the famous short 17th hole at Waterville, otherwise known as Mulcahy’s Peak. Ownership then passed to a group of Irish Americans from Connecticut, all of whom were also members of Winged Foot. They included one of Wall Street’s most legendary figures, John Meriwether, the founder of Long-Term Capital Management, a hedge fund whose collapse almost brought down the global financial system in 1998. He is also a prominent figure in the Michael Lewis book Liar’s Poker.


Tony Alvarez and Byran Marsal, principals of the New York-based international management consulting firm that bears their names, made their fortunes by leading the restructuring of accountancy firm Arthur Anderson, brought down by its part in the Enron scandal, and Lehman Brothers when it imploded in 2008, the first majority casualty of the crash that brought about the Great Recession. Their fees for the Lehman work came in at over $600 million. Their consulting firm has over 3,000 employees in 45 cities in 18 countries and has an annual turnover of more than $1 billion. They are estimated to enjoy a personal wealth of well over $3 billion.


The duo were members at the very private and expensive Old Head of Kinsale course in County Cork. Its owner, John O’Connor, told Marsal of land available at Waterville because the owners – a local builder and a London investor – were under pressure from Bank of Ireland for the repayment of loans advanced to develop it. Marsal viewed it and in early 2014 bought the former Waterville Lake Hotel (built by Mulcahy and once used as a short-lived Club Med venue) and the Skellig Bay Golf Club for a knockdown €1.8 million. There had been ambitious plans for the venue, but they paled into insignificance compared to what the new American owners had in mind. They envisaged a retreat for American golfers, who could fly into Cork or Shannon and then be transported by helicopter or luxury vans, depending on what they were prepared to pay, to play the courses in Waterville, with perhaps trips to the likes of the even better courses at Ballybunion or Tralee or the Old Head in Kinsale, while enjoying the facilities at Hog’s Head as their base. Elite members and friends could have an even better deal: a seat on a private Gulfstream jet – Hog’s Head Air, with the distinctive hog logo, complete with pot belly and golf club on the wing – that can bring up to 22 golfers into Kerry Airport before travelling on by helicopter to Waterville. Access to the Irish public is limited, usually just to friends of members. While it is possible to ask to book a round of golf midweek, the advertised prices of €275 per person tends to keep the riff-raff, and the Irish, away. Few locals tended to complain because the resort created jobs and brought money to the area.


PARKNASILLA RESORT AND SPA


Sneem in south County Kerry is about a 40-minute drive from Waterville. It has its own five-star hotel, Parknasilla Resort and Spa, but this one is very much focused on the Irish market. Its golf course, constructed using equipment from the political Healy-Rae family, unusually is just 12 holes in length instead of the normal 18 because the original developer ran out of money and land to finish it. Bernard McNamara bought it in the mid-2000s for €40 million. Worse, he spent at least €30 million on enlarging and upgrading the resort and building 62 self-catering lodges and villas on the grounds. It was one of the first major provincial hotels to be sold by NAMA, for a mere €10 million, in 2012 to Jacqui Safra, a Swiss-Lebanese businessman and banker who became known as the financier of Woody Allen’s movies during the 1990s.


Safra knew the estate well, having previously purchased and staffed a home on Garnish Island (which shouldn’t be confused with the publicly open venue in Bantry Bay). He also bought a private 140-acre woodland and garden island, Rossdohan Island, in Kenmare Bay near the resort, which had been previously developed by a family from Dublin, the Walkers, for an additional €2 million and has restored it with rare trees and specimen plants. Although it can be accessed or viewed from a boat, there is also a bridge under which a tidal creek runs and the eastern side of the island has jade-coloured waters and a seal colony. The new ownership of Parknasilla meant that this could all be protected and enjoyed, as well as bringing money into the area.4


BALLYFIN


As with Hog’s Head, the Ballyfin project was a personal one, although without a golf club on the grounds of this nineteenth-century neoclassical manor estate in County Laois. Fred Krehbiel bought and renovated the 35,000-plus square foot home (which had been rebuilt in the 1820s) and 600-acre estate that was falling into disrepair, but died less than a decade later, aged 80, in July 2021. It had been run by the Roman Catholic Patrician Brothers order as a boarding school for more than 70 years.


Krehbiel was the former chief executive of Molex, an Illinois-headquartered electronic components company that had expanded into Europe through an Irish manufacturing base in Millstreet, County Cork in 1971. Krehbiel retired as chief executive in 2001 but remained as chairman of the family-dominated company until it was sold to Koch Industries for $7.2 billion; it was reported that Fred got $600 million of this. He came to Ireland because his wife, Kay, was an Irishwoman who had emigrated to the US as a nurse in her twenties.


It has been estimated that Krehbiel spent at least €50 million on refurbishing and refurnishing the house – which raises questions as to how much interest the inheritors of his estate will retain in this Irish venture. Ballyfin has only 21 bedrooms to generate revenue, which is why one night can cost €2,000 per couple. It is stuffed with the most expensive antique paintings and furniture: in the gold drawing room there is a large glass chandelier that was previously owned by Napoleon Bonaparte’s sister, Princess Maria Annunciate Caroline Murat, the former queen of Naples. In the modern era, its guests have included Hollywood star George Clooney and his wife Amal, while Kanye West and Kim Kardashian honeymooned there.


CASTLEMARTIN


John Malone is believed to own more than 2.2 million acres of land in the US, more than any other individual, about 3,437 square miles, which represents a holding more than one-tenth of the size of the island of Ireland in control of one person. Malone has described his weakness for land as a ‘virus’ he caught from Ted Turner, the man who set up CNN and who was also married for a time to actor Jane Fonda. Malone’s main home is on the edge of the Rocky Mountains in Colorado, but he owns forests in New Hampshire and Maine, more than 500,000 acres of ranch land in New Mexico and cattle farms in Wyoming. Malone is the chairman and largest voting shareholder of the Liberty group of media companies, giving him influence in the US on a par with that of Rupert Murdoch.


Malone bought Castlemartin, the Irish estate of bankrupted billionaire Tony O’Reilly, in 2014, as described in my 2015 biography of O’Reilly, The Maximalist. Malone added a massive Gothic-style mansion on 400 acres to his holdings after his wife reportedly took a shine to Wicklow’s Humewood Castle, a Victorian-built estate that he bought for €8 million in 2012. In 2014, he also bought the 840-acre Ballylinch Stud at Thomastown, County Kilkenny, once part of the Mount Juliet estate, bringing his Irish holdings to over 2,200 acres.


Malone’s acquisitions go beyond those for personal enjoyment. The bulk of his purchases in Ireland have been of hotels, although his main company, Liberty, owns Virgin Media in Ireland, including TV stations and a broadband network. Deciding he wanted to benefit from local knowledge, he formed the John Malone Partnership with two Irishmen, Paul Higgins and John Lally. Early acquisitions included the Beacon, Morgan and Spencer hotels in Dublin, which had been developed by Paul Fitzpatrick and sold for €150 million. They also bought the Trinity Capital hotel on Pearse Street in Dublin for €35 million, the Clarion at the IFSC for €35 million and the Westin, a five-star property on Westmoreland Street, for €65 million. Outside Dublin, the Strand Hotel in Limerick, overlooking the River Shannon and close to Thomond Park, the home of Munster rugby, was bought for more than €20 million.


The Malone Partnership was the second post-crash buyer of what was known as the Four Seasons Hotel – in Ballsbridge, Dublin 4, near the British embassy – but which was renamed The Intercontinental. It had been bought by London and Regional Properties, founded by British billionaires Ian and Richard Livingstone, for a bargain €15 million, a quarter of what the hotel had cost to develop originally, but which also amounted to not much more than €76,000 per room. The cheap price was attributed to losses arising from an annual ground rent of €700,000 to the RDS and an expensive long-term management agreement with Four Seasons to manage it. They more than trebled their money by selling to Malone’s consortium. But the rich American seemed to believe that he was still getting value for money.


DOONBEG


Donald Trump was one of the earlier investors in post-crash Ireland, but while he was one of the smaller ones, he arguably made the most noise about it, facilitated by eager locals and a supine government. Trump always attracted a crowd, even before he became a presidential candidate in the USA. He was reality television’s idea of a businessman, courtesy of his role in the hit show The Apprentice, and someone who had featured in celebrity media coverage for decades as his marriages waxed and waned. However, the deference shown to him at Shannon Airport in February 2014, when he arrived to visit his new golf resort acquisition at Doonbeg in County Clare, symbolised how desperate indigent Ireland had become.


A military salute was not supplied but otherwise, Trump was received in a similar manner to many heads of State touching down at this airport in previous years, long in advance of his residence at the Oval Office. The billionaire Trump arrived in his private aircraft – a Boeing 757 jet with a list price of $75 million and with his name emblazoned in gold upon its carriage – to be met by a welcoming party led by Michael Noonan along with three women strumming harps and singing traditional Irish tunes. The céad míle fáilte was totally unnecessary; Trump was a man who always provided a great welcome for himself.


Noonan subsequently defended the ludicrousness of the red-carpet treatment: ‘I’ve no connection with Donald Trump but I can assure you if it was the IDA that was bringing a factory into Clare and I was invited to go down there and there was 300 jobs in it, I’d be there,’ he told RTÉ Radio One. ‘This man says he’s going to spend at least double the purchase price for investment down there.’


Actually, Trump paid little more than half the mooted purchase price, €8.7 million instead of the reported €15 million. ‘Doonbeg is an already terrific property that we will make even better. It will soon be an unparalleled resort destination with the highest standards of luxury,’ he boasted. ‘I must tell you that so far the Irish government has been terrific. They want this to be great.’


The locals had decided that they would indulge Trump if he would keep the golf course and hotel at Doonbeg open. Up to 300 jobs depended on him. Otherwise, the wild gusts of wind on the west coast of Ireland could propel a considerable amount of tumbleweed across the resort and the manicured course would return to its original wild state and the local pubs and shops would empty. Doonbeg is remote and small. The population – 262 in the 2016 census – sustains little other than tourism. Even then, the beauty of the stark and bare countryside – and the views of the Atlantic – doesn’t have attractions like the Cliffs of Moher to recommend it to tourists.


The hotel at Doonbeg – called a lodge – was built with 218 suites, an expansive spa and several restaurants at a cost not far short of €30 million when it opened in 2002. It made heavy losses during the Celtic Tiger boom years, losing €10 million across 2006 and 2007, and even more during the Great Recession before going into receivership with debts of €80 million in January 2014. The receivers brought in Trump, who already had two Scottish courses in Aberdeen and Turnberry. Trump wasn’t some kind of hotel or golf course visionary, however, despite his bombast. It was known that his Scottish ventures were loss-making, but it wasn’t until well into his time as US president that the New York Times got copies of 15 years of his tax returns and discovered that Trump had reported $315.6 million worth of losses at his golf courses around the world since 2000. He didn’t buy the company that ran Doonbeg – which was liquidated – but he got its assets debt-free: the golf course, the hotel and seven unsold suites. He promised a new function room for weddings and conferences and other non-golf events, and a swimming pool. He claimed he was encouraged by one of Ireland’s most famous businessmen: ‘We were applying for [permission to add] a ballroom. Mr O’Leary from Ryanair, who I have great respect for, called me. Michael told me: “No one will ever use any other ballroom.” We spoke and he told me I had bought one of his favourite places in Doonbeg.’5


Of all things, Trump’s first move was to build a wall. If he subsequently wanted one along the Mexican border to keep immigrants out of the US, in Ireland he sought a 2.8-kilometre-long, 4.5-metre-high coastal wall on the public beach adjoining the golf course to keep water, not people, out. The planning application contained a reference to the erosion effects of climate change on the coastline, which some mocked because Trump was already a well-known global warming denier. Trump said problems had been caused because the famous golfer and course designer Greg Norman ‘had not been allowed to use the right land’, implying that Trump expected concessions to be made in return for his investment, especially as he assumed all the politicians would be compliant to his wishes.


But environmentalists fought him and the planning authorities took their side. Trump was forced to compromise. What was built was a more modest barrier involving steel piles driven into the ground, with a protective barrier of limestone boulders at the base, as part of a €5 million investment in improving the course. Trump was more successful in joining others to block the construction of a wind farm in the area.


The property now trades under the Trump International Golf Links and Hotel Ireland banner. Trump visited as US President in 2019 and again in May 2023. He had promised to invest €45 million in total, including the original purchase price, but not surprisingly is believed to have come up somewhat short. While he is widely unpopular in Ireland, that does not apply at Doonbeg, where the locals are happy that his popularity with some Americans and Russians has brought added custom to the property.


Trump now claims the estate to be worth far more than when he bought it, although it has accumulated large losses under his management: in a 2023 disclosure of income and assets, required in the US, he attributed it a value of between €22.7 million and €45.5 million. He told reporters during a May 2023 visit that ‘It’s called Doonbeg on the Ocean. It’s not a new name, but we’re adding the word “ocean”. Because I said to myself, “It’s on the ocean, if it’s on the ocean, we call it Doonbeg on the Ocean, we have the ocean, and nobody else does, so that’s what we’re calling it”.’ He said the name Trump would also remain on the property; an attraction to some, a repellent to others. Environmental campaigners remained wary of him: Friends of the Irish Environment (FIE) brought legal proceedings against sand trap fencing allegedly constructed at Doonbeg during 2022.


[image: ]


The need for buyers of hotels was common across the country. Just as Ireland was building 90,000 new houses in the mid-part of the century’s first decade, it was also building hotels all over the country in both urban and rural areas. There were some budget hotels and some family ones in rural areas, but there was also a rush to luxury. If golf courses were not included in ‘the estate’, there were likely to be luxury spas offering expensive treatments to the newly flush-with-cash Irish as well as to the overseas tourists. Banks were eager to supply loans to finance acquisition and construction, partly because the apparent financial returns were skewed by the provision of capital allowance tax incentives. In 2006 there were 51 hotels opened, the highest number in one year. Local authorities eagerly granted permissions, almost irrespective of the location, looking for money from development levies and ongoing rates. Locals were happy about the jobs. AIB was joined by Bank of Scotland (Ireland) and Ulster Bank in pumping out money to developers. But the reality was that too many hotels had been built for tax breaks in locations where they could not run businesses efficiently without those concessions.


In 2008, hotel construction stopped as suddenly as house building. The capital values attributed to existing hotel properties collapsed. As Irish people couldn’t afford their weekend breaks and foreigners came in smaller numbers, many operators couldn’t generate the revenue they needed to cover day-to-day running costs, let alone the interest bills on money borrowed for either the purchase or construction of the hotels. NAMA, by default, ended up as the country’s biggest hotel operator and looked to sell as many as it could as quickly as possible, to whoever would buy, just as the foreign-owned banks were doing the same.


By 2012 more than 100 hotels nationwide – out of a total then of about 900 – had either gone into receivership or closed and there was a particular fear that 2013 would see many more fail. It was reckoned that the value of hotels in the sector had fallen by about 60 per cent from the peak. There was a desperation to sell rather than allow corporate versions of the housing ghost estates to blot the landscape and carefully manicured gardens and estates return to the wild. It meant that almost any buyer would be facilitated, if they had money, with few or no questions asked as to the source of that money.


CASTLEMARTYR RESORT


Two of Cork’s major hotels went into Chinese ownership. As well as visiting Ballyfin, Kanye West and Kim Kardashian also spent part of their honeymoon at the Castlemartyr Resort, a 220-acre resort about 20 miles east of Cork city, a hotel and golf club that has also hosted Bill Clinton and Bruce Springsteen. When the resort opened at the tail end of the Celtic Tiger boom it was marketed as Ireland’s first six-star hotel. It was a seventeenth-century manor house – previously operated as a boarding school by the Carmelite nuns – renovated and extended by Barry Supple, with a golf course and clubhouse added in a €70 million project. The original house was converted into 11 luxury suites and a 60-seater fine-dining restaurant. The chapel was deconsecrated and turned into a cocktail bar. The building was extended to give a total of 109 luxury bedrooms and suites, and connected to a glass-fronted contemporary wing that includes a spa, fitness centre, a 20-metre swimming pool, a ballroom and conference facilities. Supple was one of the first casualties of the property downturn and his business went into liquidation in 2012. A Chinese businessman, Zhenxin Zhang, became the majority shareholder, buying it from NAMA for €14 million, less than a fifth of the Supple investment.
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